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Ladies and Gentlemen: 
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We have considered your appl icat ion f o r  exenption from Federal Lncome tax  
as an organization described i n  sect ion 501(c)(7) of t h e  In ta rna l  Revenue 
Code and t h e  information submitted i n  support thereof. 

The da ta  submitted discloses  t h a t  you were incorporated on **** **  ***3 
under the  non-stacl laws of the  S t a t e  of ******  . Your membership is 
comprised of actors ,  ac'trcaacs, r ad io  and te lev i s ion  persona l i t i e s ,  and 
others  in  the  entertainment f i e ld .  Pour a c t i v i t i e s  include t h e  conducting 
of fund ra i s ing  functions by your members which a r e  open t o  club members, 
and the general public. You an t ic ipa te  t h a t  no more than *5% of your 
t o t a l  revenue w i l l  be from non-member support. 

Section 501(c)(7) of the  1ntel:nal Revenue Code provides f o r  exemption of 
clubs organized f o r  pleasure,  r ec rea t ion  and other  non-profitable purposee, 
subs tan t ia l ly  a l l  of t h e  a c t i v i t i e s  of which a r e  f o r  such prupose. 

Section 1.501(~)(7)-1(b) of tl?e I n t e r n a l  Revenue Radiations s t a t e s :  

''A club which engagtlss i n  business, such as making i ts  
s o c i a l  and r e c r e a t i o i ~ a l  f a c i l i t i e s  avai lable  t o  the  
general public o r  by s e l l i n g  r e a l  e s t a t e ,  timber, o r  
other  praducts, i s  not organized and operated axclu- 
s ive ly  f o r  pleasure,  recreat ion,  and other  nonpro- 
f i t a b l e  purposee, an& is not exempt under sec t ion  
501(a). So l ic i t a t ion  by advertisement or ,otherwise  
f o r  public patronage of its f a c i l i t i e s  i e  prima f a c i e  
evidence t h a t  t h e  club is engaging i n  business and 
is not being operated exclusively f o r  pleasure,  re- 
creat ion,  o r  s o c i a l  purposes. However, an incid.enta1 ,~:-\-:i 
s a l e  of property w i l l  not deprive a club of i t s  
exemption. " 



*** **** ******  ***** **** ***  

i s  f o r  taxable years beginning a f t e r  0ctobe; 20, 1976 to derive up t o  
15% of its gross rece ip t s  front publ ic  use of club f a c i l  lt:.:?a. In  s l d i t i on ,  soc i a l  
clubs a r e  not perrmitted income fm.n tha ac t ive  conduct .,,.*' 'bl;tljm_,saes not  t rad i -  
t iona l ly  ce r r ied  on by soc i a l  clubs. 

Based on the  information submitted, your club intends t o  carr.7 on fund ra i s ing  
functio~ldi which may be businesses not t rad i t iona l ly  ca* ied on by n s o c i a l  club. 
In addition, you indicate  your club w i l l  der ive up t o  **  % of 3x8 gross rece ip t s  
from non-members. 

Therefore, we have concluded tha t  you a r e  not an organization which is described 
i n  sect ion 509(c) (7) of the Code. 

You a r e  therefore  required t o  f i l e  Federal income t ax  returns  on Form 1120. 

I f  you do not accept our findings, we  recommend t ha t  you.requeot a conferenc!. 
with a member of our Regional Office of Appeals. Your request f o r  a confe- 
rence should include a wri t ten appeal gfving tBe f ac t s ,  law, and any other  
information t o  support your posi t ion aa explained i n  t he  enclosed Publication 
892. You w i l l  then be contacted t o  arrange a date  f o r  a conferenca. The con- 
ference may be held a t  the  Regional o f f i c e  or ,  i f  you request,  a t  any mutually 
convenient District off ice .  I f  we do riot hear from you wit!~An 30 days of t he  
date  of t h i s  l e t t e r ,  t h i s  determination w i l l  become f ina l .  

Sincerely yours, 

******** **** 
Dis t r i c t  Director 


